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After 2008, China was highly effected by the Western Debt Crisis. 
Chinese local government tried to recover economic construction, but the 
debt was really high and make it poor way for financing. Under this 
circumstance, local government debt platform (Urban investment corporation) 
became the most important way for Land Finance. 
Local government credit rating is different from risk assessment and 
credit rating in business areas. As well, local government credit rating 
is unique from government performance evaluation because of its unique 
characteristics. In practice, there are several credit rating institutions 
such as Moody's, Standard & Poor's and Fitch. Though, the background is 
enormously different from China's current situation. 
Based on the Complex Adaptive System theory（CAS）, we study the 
formation of local government credit risk and its causes. We research on 
the typical framework of local government credit rating, as well to absorb 
the experience of credit evaluation system at home and abroad, combined 
with the current reality of our country, try to build local government 
credit rating framework in China. We selected 5 1-level index, and collect 
32 alternative indicators such as Revenue and Expenditure Structure, 
Government Debt and External Support, Political Influence, etc.. 
After that, we screen out 24 indicators to form a local government 
credit rating analysis framework by AHP method. Finally, the use of 
Structural Equation Modeling (SEM) was preliminarily verified, and we 
research the influence of various variables, including its path and size. 
We calculated the level and do ranking among all the big cities in China 
for the first time. So as to establish a scientific and rational credit 
rating system for further references. 















business processes for reengineering. It can help the government to cherish 
decision-making process and focus on strategic objectives. Credit rating 
as a tool can objectively improve macro-control, so that all governments 
will follow laws of the market, balance the various indicators into 
consideration. Governments improve their jobs according to the stage of 
development and capabilities, and achieve steady development. Credit 
rating is also focus on the improvement of the quality of service and citizen 
satisfaction. The result of Performance Measurement is more applicated 
within the government system, but credit rating requires bigger platform 
to widely advertise. Local government credit rating system can be connected 
to the local government performance evaluation system, which can even adopt 
credit rating as part of the performance measurement indicators. 
Local government credit rating is totally a new way and still unexplored 
field. It is urgent for further development. With its help, our government 
is able to gradually resolve historical issues in the urbanization process. 
And also to ease the increasingly prominent multicontradictions, achieve 
rapid economic growth. 
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